MAY 19 1381

Gentlemen:

Wa have considered your application for rocoxni.tim; of exemption from
Federal income tax snder section 501(c) (4) of tho Intmal Revenue Code.

The information submitted discloses that you were incorporated ] B
under the nonprofit laws cof the State of . Your purposes
riefly stated are: ‘ i

“To own, acquire, build, operate, and maintain recrestion parks,
playgrounds, swimming pools, golf courses, commous, strests, and
footways; provide exterior maintenance for lots and homes; mein-
tain unkempt lands or trees; supplement miéipal sexvices; enforce
convenants applicahle to Properties.”

Section 1l(e)(4) of the Inuml Revenue Code provides c.smp*ion for:

"Civic Leagues or organizations not organized for profit but
oparated exclusively for the promotion of ooenl"valhre..."

Section 1,50i{c) (4)~1(a)(2) (1) of the Income Tax lcguhtim provides
that:

"‘u organization is operated exclusively for thes promotion of
social walfare if it is primarily engaged in pro-ntins in some
vay the common good and general welfare of t paoph of the
commmity. An organization embraced within section is cne

which 1is operated primarily for the purpose of bringing about
civic betterment and social improvements,”



(2) .
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Section 501(c) (A) grants exemption to organizatious:that promote social
velfars. The primary purpose must be to promote the cosmon good and
general welfare of the people of the commumity. The concept of social
welfare in-“udes the provision of benefits to the ¢community at large.
The provision of benefits to a narrow group of recipients is generally
not ccneidered to be in furtherance of the prumotion of sncial welfare.
On the other haul, whers the benefits are available to a membership open

to a cross saction of the coamwnity, the required community benefit 1is
present. .

Revenue Ruling 74-99, 1974-1 C.B., 131, provides that in order to qualify
for exemption under sectfon 501(c)(4) an organization must serve a
"community' which beara a reasonable recogningluﬁfelat1on:hip to an

area ordinarily identified as goverrmental; if must not conduct activities
directed to the exterior maintenance of private residences; and the
common areas or facilities it owns and the commoniareas or fecilities it
owns and maintains must be for the use and enjoy-é?t of the general
public, i

Revenue Ruling 65-280, 169-1 C.R., 152, describes services that consist

of maintenance of the exterior walls and roofs of individual home units.
It 18 a private cooperative enterprise for tha aconomic bemefit or
convenience of the members. In this case it was held that the organization
was operated primarily for the private benefit of membars and any benefits
to thae community were not sufficient to meet the requirement of the
regulation that the nrganization be operated primarily for the common

good and general welfare of the people of the community.

Your organization is a asubdivisfon of [N, located in the city
of I Qualifications for membership include being an
adult citizen and owning and residing in single family dwellings within
the subdivision. Revenue Ruling 74-99, cited previously in this letter,
held that a group of homeowners that are bound togdthar by reason of
being in the same hoising development does not, conrtitute a "community"
within the meaning of section 501(c)(4). Also, your purposes state that
you will provide exterior maintenance for the lots and homes within The
Properties. You are also currently arranging for installation of street
lights and constructing entry signe to your development. As previously
ruled in Revemue Ruling 69-280, maintenance such as thie benefits primailv
the menbers znd benefits to the community as a whole are incidental.
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On the basis of the information submitted, we ¢onclude that you are not

exept from Federal income tax under Code saction $01(¢)(4).. Therefore,
you are required fo file Feders! incoms tax returny'on Form 1120,

Although you do pot qualify for exemption under sectfon 501(c)(4) of the
Code, you » .y qualify for treatment under section’ 528, which 1s applicable
to certain ..wecwners associations. Thas Internsal Revenus Service is not
ruling on the question of whethar homecvmers organisations qualify for
treatment under section 528. wd thare are no application forms to be
filed. If you believe you quiiify for such treatment, you should file
Form 1120-H. | fe

If you do not agree with these condlusions, you =357, within 30 days from
the date of this letter, file in duplicate a brief of the facts, law,
and argument that claarly sets forth your positisn. If you desire an
oral discussion of the issus, pieawe indicaie inis in your protest. The
encloged Publication 892 gives instructions for filing a protest.

If you do zot file & protest with this office within 30 dayw of the dats
of this report or letter, this proposed determination will bocome final.

If you have aay further questions, please contactg’ thc person vhose name
and telephone mmber are ahown at the beginning of this letter.

Sinceraly yeurs,

Enciosures:

gsttict & rector
Fornm 11208 h

Publication 892 ‘ |
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